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record-high foreign tax credit of $40.3 billion.

This amount represents an increase of nearly
$10 billion from 1995. Corporationswith credits
earned $150.8 billion in foreign-source taxable
income, paying $41.2 hillion in incometaxesto
foreign governments. Under the foreign tax credit
provisions, these corporations were able to lower
their regular U.S. tax liability from $130.7 billion
(U.S. income tax before credits) to $90.5 billion, a
30.8-percent reduction. Other credits, including the
U.S. possessions tax credit and the general business
credit, further reduced their U.S. tax liability to $84.3
billion.

U.S. manufacturers remain the most significant
industry group in the key measurements of foreign
activity. U.S. manufacturers accounted for 66 per-
cent of total foreign-source taxable income, 71 per-
cent of total current-year foreign taxes paid, accrued,
or deemed paid, and nearly 73 percent of total for-
eign tax credit claimed for 1996 [1]. However, the
types of U.S. corporations receiving foreign-source
taxable income have expanded and diversified in
recent years. Corporations classified in the finance,
insurance, and real estate industry grouping (FIRE)
have rapidly increased their shares of both foreign-
source taxable income and total foreign tax credit
claimed. Thisindustry’s share of the total foreign tax
credit claimed has more than doubled from less than
7 percent for 1990 to almost 16 percent for 1996.

Asin prior years, the largest shares of foreign-
source taxable income were generated in the United
Kingdom, Canada, Japan, Germany, and the Nether-
lands. With nearly $20 billion of the $150.8 billion (or
13.2 percent) in foreign-source taxable income, the
United Kingdom provided the largest amount of
income. Overal, the 12 nations of the European
Economic Community combined for 38 percent of
foreign-source taxable income, 21 percent of current-
year taxes paid or accrued, and 45 percent of cur-
rent-year tax deemed paid.

Fgr 1996, U.S. corporations were able to claim
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Background
U.S. corporations are subject to U.S. taxation on
their worldwide income [2]. Their foreign-source
income is also subject to taxation by the country in
which the income is earned. Double taxation of

U.S. corporation’s income occurs when the same
income is taxed firgt by the foreign government and,
again, by the U.S. Since the Revenue Act of 1918,
the foreign tax credit has served to reduce the impact
of double taxation. Theforeign tax credit provisons
allow U.S. corporations to offset a portion or all of
the U.S. tax on their foreign source taxable income
with a credit for taxes paid to a foreign tax authority
[3].

Although foreign tax credit provisions have been
present for over 80 years, their nature and restric-
tions have been modified many times. The first
limitation, an “overdl limitation” on the amount of the
foreign tax credits, was first introduced as part of the
Revenue Act of 1921. Prior to this alteration, the
provisons allowed an unlimited credit that, in effect,
offset some of the U.S. tax on income earned within
the United States. Congress included the overall
limitation to restrict the foreign tax credit to an
amount equivalent to the U.S. tax on foreign-source
taxableincome. Computationally, thislimitationis
equal to the amount of U.S. tax multiplied by theratio
of foreign-source to worldwide taxable income. This
places a ceiling on the amount of creditable taxes.
Corporations are then allowed to credit the lesser of
their creditable taxes or the amount of this limit.
Except for a brief period beginning after the enact-
ment of the Internal Revenue Code of 1954 and
lasting until the passage of Public Law 86-870in
1960, the overall limitation has been an integral part
of the foreign tax credit provisions.

At various times, Congress has also incorporated
a " per-country” limitation, which required taxpayers
to calculate a foreign tax credit limitation on a coun-
try-by-country basis.
Congressincluded this
limitation to prevent
taxpayers from using
foreign taxesincurred in
a higher-tax foreign
country to offset U.S.
taxes on income earned
in alower-tax foreign
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country. Invariousforms, this per-country limitation
was operational from 1932 until 1976. For the peri-
0ds 1932-1954 and 1960-1976, both the per-country
limitation and the overall limitation werein effect.

Beginning with the passage of the Revenue Act
of 1962, foreign tax credit limitations based on statu-
tory categories of income have also been included in
theforeign tax credit provisons. Initially, under the
1962 Act, Congress required taxpayers to compute a
separate limitation for nonbusiness interest income.
The intent of this requirement was to remove the
incentive for corporations with foreign-source in-
come, taxed at rates in excess of the U.S. rate, from
making interest-bearing investments abroad to gener-
ate additional foreign income. Since this foreign-
source income was subject to little or no foreign tax,
this additional lower-taxed foreign income, combined
with the higher-taxed foreign income, enabled corpo-
rations to increase the total foreign tax credit
claimed.

The purpose of each
limitation has remained
the same even as the
number of separate
categories of income
requiring separate limita-
tions has increased
dramatically, especially
under the provisions of
Tax Reform Act of
1986. For 1996, taxpay-
ers had to compute a separate foreign tax credit
limitation for the following statutory categories of
foreign-source income (described in the Explanation
of Selected Terms section below): passive income,
high withholding tax interest, financial servicesin-
come, shipping income, dividends from “ noncon-
trolled” section 902 foreign corporations, dividends
from Interest Charge-Domestic International Sales
Corporations (IC-DISC’s) or former DISC's, taxable
foreign trade income attributable to Foreign Sales
Corporations (FSC’s) [4], certain distributionsfrom
Foreign Sales Corporations (FSC's) or former FSC's,
and “al other income from outside the United States’
(commonly referred to as general limitation income).
Income re-sourced by Treaty (under Section 904(Q)
primarily) and income from sanctioned countries
(Section 901(j)) became separate limitation catego-
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ries under the Taxpayer Relief Act of 1997. For
1996, however, both income categories are included
in acombined limitation category.

In addition, Congressfirst allowed a carryover of
“unused” foreign tax credits in the Technical Amend-
ments Act of 1958. For 1996, the carryover provi-
sion allowed foreign taxes that exceeded the limita
tionsto first be carried back 2 years and then carried
forward 5 years and used as a credit for those years,
to the extent the foreign taxes did not exceed the
limitations for each year. The foreign taxes available
for the credit shown in this article include only those
carried forward to 1996 from previous years, no
taxes carried back to 1996 are include in the statis-
tics.

Fore gnTaxCed t

Theforeign tax credit of $40.3 billion for 1996 easily
eclipses the former record-high of $36.8 billion
claimed for 1979 [5]. The $40.3 hillion also repre-
sents an increase by nearly one-third from 1995. The
reason behind this large increase appears to be
smple; the components of the foreign tax credit all
increased. Figure A shows the major components of
the foreign tax credit cal culation—income subject to
U.S. tax (or worldwide income), U.S. income tax
before credits, foreign-source taxable income,
current-year foreign taxes, and the resulting total
foreign tax credit claimed—for 1992 through 1996.
As shown in Figure A, income subject to U.S. tax
(worldwide income), U.S. income tax before credits,
foreign-source taxable income, and current-year
foreign taxes have al climbed steadily asthe foreign
tax credit rosefrom $21.5 billion for 1992 to $40.3
billion for 1996. During those 5 years, an 87-percent
increase in foreign tax credit accompanied a jump of
over 90 percent in income subject to U.S. tax.

More importantly, the large increases in income
and taxes have been proportionate, leaving the com-
ponentsinternally consistent for 1992 through 1996.
With the exception of 1992, foreign-source taxable
income as a percentage of worldwide income (col-
umn 5) has remained in the 39-to-41-percent range.
Current-year foreign taxes as a percentage of for-
eign-source income, which serves as a proxy for the
effective tax rate imposed by foreign governments on
U.S. corporations foreign-source taxable income,
has been only dightly variable, resding within the
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U.S. Corporation Returns with a Foreign Tax Credit:

Income Subject to U.S. Tax, Foreign-Source

Taxable Income, Current-Year Foreian Taxes, and Foreign Tax Credit, Tax Years 1992-1996

[Money amounts are in millions of dollars]

Foreian-source taxable Current-vear Foreian tax
income (less loss) * foreian taxes® credit
Number of | Income subject U-S. income Asa Asa Asa
Tax year tax before percentage of
returns to U.S. tax credits worldwide percentage of s | percentage of
Amount Amount | toeign-source|  Amount U.S. income
taxable 4 o
. 2 income tax
income
(1) (2) (3) (4) (5) (6) 1) (8) 9)
5,147 194,204 67,942 86,925 44.8 22,574 26.0 21,533 317
6,322 228,688 81,913 94,687 41.4 23,716 25.0 22,895 28.0
7,199 255,439 90,786 101,521 39.7 26,470 26.1 25,419 28.0
6,710 303,308 107,996 120,518 39.7 30,930 25.7 30,416 28.2
6.100 370.049 130,748 150.826 40.8 41177 27.3 40,255 30.8

*For 1996, foreign-source taxable income is reported as "foreign taxable income (less loss) before adjustments," in Table 1, column 37 at the end of this article.

2 Foreign-source taxable income (column 4) divided by income subject to U.S. tax (colum
® For 1996, current-year foreign taxes are reported as "foreign taxes paid, accrued, and d

n 2). Worldwide taxable income is equal to income subject to U.S. tax.
eemed paid" in Table 1, column 43, at the end of this article.

* Current-year foreign taxes (column 6) divided by foreign-source taxable income (column 4).

® The difference between current-year foreign taxes (column 6) and the foreign tax credit
certain non-creditable current-year taxes, and (3) the effect of the credit limitation.
° Foreign tax credit (column 8) divided by U.S. income tax before credits (column 3).

range of 25 to 27 percent. Also, corporations were
able to offsat a dightly higher percentage of their
U.S. income tax (30.8 percent) for 1996 than for
1993, 1994, or 1995, but not as much asfor 1992
(when the higher percentage of foreign-source in-
come, mentioned above, increased the limitation).
The overall effect of these dightly varying percent-
ages, however, isminimal. U.S. corporations have
experienced stable and balanced increases in both
worldwide and foreign-source income since 1992.
Current-year foreign taxes and the foreign tax credit
claimed have merdy followed the trend.

Fact ors Afecti ngt heAnaunt of Forel gnTax
Cedt Ga nad
As seen in Figure A, the current-year foreign taxes
comprise a great deal of corporations eventual
foreign tax credit. Greater taxes paid can, subject to
the effects of the limitation provisons, result in a
greater credit. The foreign tax credit, however,
includes more than just current-year foreign taxes.
Thetotal pool of creditable taxes availableto a
corporation equals current-year foreign taxes, minus
certain non-creditable current-year foreign taxes, plus
carryover of creditable taxes from prior years [6].
For 1996, corporations were required to reduce

is due to: (1) carryforward of creditable taxes from prior years, (2) reduction of

credit by nearly $1.8 billion. Thisrepresentsan
increase from 1992 and 1994, but adight drop in
relative importance as the percentage of taxes even-
tually reduced dropped from almost 6 percent for
1992 to 5 percent for 1994 to 4.3 percent for 1996.
The bulk of this reduction, recorded on Form 1118,
Schedule G, Reduction of Taxes, Paid, Accrued, or
Deemed Paid, is from reductions of oil and gas
extraction taxes under Section 907. To a much
smaller extent, corporations are also required to
reduce their pool of current-year taxes available for
credit under avariety of other provisions, including
Internal Revenue Code section 901(j), which disal-
lows certain taxes paid to sanctioned countries. The
amount of current-year taxes disallowed for credit
has been rdatively small sincethe mid 1980°'s. Fig-
ure B shows the total pool of current-year foreign
taxes for the past 10 even years by combining the
amount of the reduction with the amount of creditable
current-year taxes after reduction. The full height of
each bar indicates how much credit would have been
availableto corporations without the reduction provi-
sions described above. Corporations have been
required to reduce their creditable current-year
foreign taxes an average of only 5 percent since the
mid-1980's. Before then, and especidly in the late

their pool of current-year foreign taxes available for

1970’s, reductions in taxes related to oil and gas
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Reductions in Creditable Current-Year Foreign Taxes, Even Tax Years 1978-1996
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extraction played a much bigger role. For 1978,
1980, and 1982, for example, current-year foreign
taxes were reduced by 19.3, 13.7, and 9.1 percent,
respectively.

After reducing their current-year taxes, the
foreign tax credit provisions allow corporations to
carry forward unused foreign tax credits for a period
of up to 5 years and carry back up to 2 years[7]. As
noted earlier, all gatisticsincluded in thisarticle and
the following tables show only taxes that have been
carried forward from prior years. For 1996, corpora-
tions carried forward $8.7 billion of prior year taxes
in addition to the $41 billion of current-year foreign
taxes. Figure C shows carryforward taxes as a
percentage of the total pool of taxes available for
credit. Clearly, the rative importance of carry-
forward taxes has varied, but has stabilized recently.
Carryforward taxes have accounted for roughly 20
percent of corporations creditable taxes since 1992.
The amount of carryforward has stabilized since
being much more volatile (and significant) in the late
1970’'sand early 1980's. The high carryforward

balances of the era were driven by the petroleum
industry. For 1978, corporations engaged in oil and
gas extraction accounted for $17.3 billion, or 90.1
percent, of the $19.3 billion in carryover indicated for
that year. Conversdly, for 1996, corporations en-
gaged in oil and gas extraction accounted for less
than 5 percent of the $8.7 billion in carryforward
taxes. However other oil-related industries are still
generating significant amounts of carryforward taxes.
Corporations manufacturing petroleum (including
integrated) and coal products represented over 41.3
percent ($3.6 hillion) of the total tax carried forward
t0 1996.

Figure D summarizes the factors affecting the
foreign tax credit calculation for even tax years 1978
through 1996. Thetotal amount of creditable taxes,
after reductions and including taxes carried forward
from previous years, is shown in column 5. The
difference between these amounts and the amount of
credit actually claimed (column 6) reflects the effects
of thelimitation provisonsand (far less significantly)
any reductionsin credit due to international boycott
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Carryforward as a Percentage of Foreign Taxes Available for Credit, Even Tax Years 1978-1996
Percentage
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U.S. Corporation Returns with a Foreign Tax Credit: The Significance of Current-Year Foreign Taxes,
Current-Year Reduction in Taxes, Carryforward Taxes, and the Limitation Provisions of the Foreign
Tax Credit, Even Tax Years 1978-1996

[Money amounts are in millions of dollars]

Foreign tax credit
Current-year Rgducnon of Creditable current- Calrryforward of Total taxes As a percentage of
Taxyear foreign taxes * certain .current—year year foreign taxes 2 fore|gp taxes from available for credit 3 A P ; g
foreign taxes prior years mount taxes available for
credit
(1) (2) (3) (4 (5) (6) (7
40,652 7,848 32,804 19,260 52,064 26,358 50.6
29,996 4,098 25,898 4,211 30,109 24,880 82.6
22,795 2,085 20,710 17,470 38,181 18,932 49.6
23,328 1,597 21,731 5,277 27,008 21,420 79.3
23,102 1,060 22,042 5,364 27,408 22,261 81.2
29,427 1,704 27,723 3,933 31,656 27,110 85.6
27,514 1,163 26,351 4,409 30,761 24,987 81.2
22,574 1,264 21,310 7,157 28,468 21,533 75.6
26,470 1,319 25,151 7,361 32,511 25,419 78.2
41177 1772 39.405 8.680 48,085 40,255 83.7

1 For 1996, current-year foreign taxes are reported as "foreign taxes paid, accrued, and deemed paid," in Table 1, column 43, at the end of this article.
2 Current-year foreign taxes (column 1) minus reduction of certain current-year foreign taxes (column 2).
3 Creditable current-year foreign taxes (column 3) plus carryforward of foreign taxes from prior years (column 4).
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provisions. For 1996, after all restrictions of the
foreign tax credit have been considered, U.S. corpo-
rations were able to credit amaost 84 percent of their
available foreign taxes. Thisisadight increase over
recent tax years and is considerably higher than in
1978 and 1982 when carryforward amounts were
much more significant.

| naust ry@nposi ti on

Figure E, which shows the number of returns,
foreign-source taxable income, current-year foreign
taxes, and foreign tax credit claimed by sdlected
industry group for 1996, provides a summary of
foreign income and taxes by the U.S. corporation’s
industrial classification. Similar to recent years,
manufacturing corporations remained the most
significant industrial grouping. U.S. corporations
involved in manufacturing received the most foreign-

source taxable income, paid out the most in current-
year foreign taxes, and claimed the greatest amount
of foreign tax credit. U.S. manufacturers reported
66 percent of thetotal $151 hillion in foreign source
taxable income and over 71 percent of the total $41
billion in current-year foreign taxes. Thisallowed
them to account for nearly 73 percent of the total
foreign tax credit claimed. U.S. corporations class-
fied in the petroleum (including integrated) and coal
products continued to be the most significant specific
industry, with nearly 19 percent of the total foreign
tax credit claimed.

Figure E also shows that the finance, insurance,
and real estate (FIRE) corporations are second
behind those in manufacturing, with 20 percent of the
foreign-source taxable income and nearly 15 percent
of the total current-year taxes. Figure E also shows
each industrial grouping’ s foreign tax credit asa

Foreign-Source Taxable Income, Current-Year Foreign Taxes, and Foreign Tax Credit, by Selected
Industrial Group, Tax Year 1996, and Selected Industry Shares of Total Foreign Tax Credit Claimed,

Selected Tax Years

[Money amounts are in millions of dollars]

1996 Industrv's share of foreian taxcredit™
Selected industrial group Number of | Oreign-source Current-year | Foreign tax ) 3
retums | 12X@DIe income foreign taxes credit 1996 1990 1978
(less loss)
Q) (2) 3) 4 (5) (6 (04

Al INAUSEIIES ... 6,100 150,826 41,177 40,255 100.0 100.0 100.0
Agriculture, forestry, and fishing.. 187 294 93 81 0.2 0.1 0.0
Mining......... 123 3,076 1,374 931 2.3 3.2 47.5
Construction... 155 606 200 196 0.5 0.4 0.4
Manufacturing.........cccceeevnnne 1,742 99,657 29,422 29,191 72.5 83.1 44.2
Food and kindred products..........cccceeerieieiienicseeenn] 95 7,132 2,241 2,301 5.7 3.7 2.0
Petroleum (including intearated) and coal products...... 27 22,500 8,516 7,636 19.0 215 17.7
Electrical and electronic equipment............ccccoocveveeeenes 318 9,930 2,278 2,236 5.6 4.8 2.8
Motor vehicles and equipment......... 37 8,517 2,300 2,281 5.7 6.9 3.9
Transportation and public utilities.... 157 3,967 441 432 1.1 0.6 0.8
Wholesale and retail trade................. 995 5,023 1,383 1,288 3.2 3.7 2.3
Finance, insurance, and real estate.. 1,649 30,291 6,363 6,253 15.5 6.6 4.2
Banking........coeovreniriieieenceeene . 84 13,294 2,750 2,687 6.7 2.1 2.9
Insurance. N 255 8,956 1.457 1,444 3.6 25 0.8
SeIVICeS. o 1,001 7912 1,902 1,883 4.7 2.4 0.5

* Equals each industry's foreign tax credit divided by the total foreign tax credit claimed for all industries.

“ Actual foreign tax credit amounts for 1990 are not included in this figure.

* Actual foreign tax credit amounts for 1978 are not included in this figure.
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percentage of the total foreign tax credit claimed for
1996, 1990, and 1978. Tax Year 1990 wasincluded
to provide a recent comparison, while 1978 was
included as to demonstrate how much the foreign tax
credit has changed in almost 20 years.

Severa trends emerge when examining each
industry’s share of foreign tax credit historically.
First, the manufacturing corporations may ill pro-
duce most of the foreign tax credit, but corporations
involved in finance, insurance, and real estate are
quickly becoming more significant. Finance, insur-
ance, and real estate corporations share of the
foreign tax credit has grown from only 4 percent for
1978 to nearly 16 percent for 1996. In actuality, most
of the increase happened between 1990 and 1996, as
the indugtry’ s share of thetotal foreign tax credit
claimed more than doubled in these 6 years.

Using the foreign tax
credit as a measurement
also understates the
growing importance of
finance, insurance, and
real estate corporations
since income in those
industriesisusually
taxed at a much lower

rate than manufacturing
income and, thus, would
generate lower amounts of creditable foreign taxes.
The growth in foreign-source taxable income has
been even more impressive. While total foreign-
source taxable income increased by 25 percent from
1995 to 1996, foreign-source taxabl e income for
manufacturing corporations increased only 21 per-
cent. Corporationsinvolved in finance, insurance,
and real estate, however, reported 35 percent more
foreign-source income in 1996 than in 1995.

A more digtinct change in the higtorical foreign
tax credit shares shown in Figure E isthat mining
corporations, which accounted for almost half of the
foreign tax in 1978, dropped to only 2 percent of the
credit for 1996. Changesin the oil and gas extraction
industry account for nearly all of thisreduction in
importance. U.S. corporations engaged in foreign oil
and gas extraction faced dramatically different tax
and political conditionsin themid 1990 sthan during
thelate 1970's. Corporationswerelesslikely in 1996
to receive ail and gas extraction income from mem-
bers of the Organization of Petroleum Exporting

H nance, i nsrance,
andred estate
corporati ons' shared
thefare gntaxcred t

has grownf romonl y
4percent for 1978t o
near| y16percent for
19%6.

Countries (OPEC) due to the discovery of ail in the
North Sea, and corporations generally paid lower
foreign taxes on their oil and gas extraction income
for 1996 than in the late 1970's. Another reason
behind the dragtic drop in mining’ simportance is that
oil and gas extraction income is now more likdly to be
reported by manufacturing corporations, specifically
those producing petroleum (including integrated) and
coal products. Thiswill be discussed bel ow.

Ol and@sEtracti onl ncone

Qil and gas extraction income, deductions, and taxes
are reported separately by U.S. corporations claiming
aforeign tax credit related to that income [8]. Under
Internal Revenue Code section 907, separate rules
related to oil and gas extraction income affect the
amount of foreign taxes available for corporationsto
credit. The provisions of Internal Revenue Code
section 907 disallow certain foreign taxes and provide
another limitation cal culation specifically for foreign
oil and gas extraction income (FOGEI). Foreign
taxes are excluded from the foreign tax credit
calculation if they were paid, accrued, or deemed
paid at aratein excess of the applicable U.S. tax
rate. Taxes can also be excluded because they were
not, in effect, income taxes, but rather royalty pay-
ments. Under the foreign tax credit provisions, only
income taxes, as viewed through U.S. tax principles,
are creditable. This excludes voluntary payments
and payments for specific rights or services (such as
the right to extract a natural resource).

Figure F shows gross income from foreign oil and
gas extraction by both sdected industry groups and
sdected countries for 1996. As mentioned above,
most FOGEI is now reported by U.S. corporations
classified as manufacturers of petroleum (including
integrated) and coal products. For 1996, the oil and
gas extraction industry accounted for less than 9
percent of the total oil and gas extraction related
gross income reported. Figure F also lists the coun-
tries generating the greatest amounts of gross income
associated with foreign oil and gas extraction for
1996. Asfor both 1994 and 1995, corporations
reported the most gross income from the United
Kingdom and Indonesia. Seven countries (the United
Kingdom, Indonesia, Canada, the Netherlands, Aus-
tralia, Norway, and Nigeria) together accounted for
66 percent of al grossincome from foreign il and
gas extraction activities.
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paid for selected geographic regions and Canada.

U.S. Corporation Returns with a Foreign Tax
Credit: Foreign Oil and Gas Extraction Gross
Income by Selected Industrial Group and
Selected Country, Tax Year 1996

[Money amounts are in millions of dollars]

Gross
Selected industrial group, country income (less Per;f:lt of
loss)
Selected industrial group:
Al INAUSEIES. ..o 22,074 100.0
Petroleum (including integrated) and
coal products manufacturing...........c.ccccveeunee.nd 18,006 81.6
QOil and gas extraction.............ccceeeeeeeeveeeveeennenn. 1,883 8.5
Industrial plastics and synthetic materials
manufacturing.............cocoeeieiiiiiiie *1.456 *6.6
All other iNdUSEHES.........ccoreveriiriecceieeen 729 3.3
Selected country:

All COUNIIES....viiiiiieie e 22,074 100.0
United Kingdom.........ccoieeiiiiiiieieeeeeceeeeee 3,749 17.0
INAONESIA. ... . i 2,128 9.6
CaANAA. .. .. e 2,018 9.1
Netherlands........ 1,828 8.3
AUSHTalia. .. ..o *1,749 *7.9
NOMWAY . .. ..t *1.603 *7.3
NIGEMIA. .. e *1,526 *6.9
Malaysia.......ccoceeevieeiiiieeiieeenn, *767 *3.5
Colombia........cccooevvirineieiiiiens *651 *2.9
Chile... i *576 *2.6
Saudi Arabia........ccocooiiiiini] *560 *2.5
Thailand..........coeieriireeereeeene *507 *2.3
All other countries............cccceeeveeeieecieeennnn 12,351 56.0

Gog gphi cFocus

Asin past years, a considerable portion of the
foreign-source income came from a small number of
countries. Figure G shows the most significant
countries shares of total foreign-source taxable
income for 1996. The United Kingdom, Canada,
Japan, Germany, and the Netherlands accounted for
44 percent of the foreign-source taxable income
reported for U.S. corporations with foreign tax
credits for 1996. The importance of these five
countriesis not surprising since their sharetotaled 43
percent for 1995, approximately 38 percent for 1994,
and 41 percent for 1993. With three members
among the top five in generating foreign-source
taxable income, Europe, and more specifically the
European Economic Community, was the most
sgnificant geographic region. Figure H shows
foreign-source taxable income, current-year foreign
taxes paid or accrued, and current-year tax deemed

U.S. corporations are extremely active within Euro-
pean Economic Community countries since the 12
members of that organization accounted for almost
twice as much foreign-source taxable income as the
next largest region, Asa

Regional differences in taxes are clearer when
examining the two components of current-year for-
eign taxes, current-year foreign taxes paid or ac-
crued, and current-year tax deemed paid. U.S.
corporations reported 37 percent of their current-year
foreign taxes paid or accrued and deemed paid going
to European Economic Community members for
1996. Nearly 80 percent, or $12 hillion, of the $15
billion collected by European Economic Community
members was tax deemed paid. This represents a
45-percent share of total tax deemed paid by al U.S.
corporations claiming aforeign tax credit for 1996.
Asian countries, despite collecting less in combined
taxes, received more current-year foreign taxes paid
or accrued than European Economic Community
members—collecting 33 percent of the total versus
only 21 percent of the total being paid to European
Economic Community members. Asian countries

Foreign-Source Taxable Income, by Selected
Country, Tax Year 1996
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Foreign-Source Taxable Income, Taxes Paid, and Taxes Deemed Paid, by Geographic Region,

188
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also generated over 20 percent of the current-year
tax deemed paid.

Figure | showsforeign grossincome, both in total
and by sdected types for the major geographic re-
gionsdiscussed in thisarticle. Thedistribution of
income types follows the distribution of taxes deemed
paid. Corporations received over 41 percent of their
dividend income from the European Economic Com-
munity, but only 15 percent from Asian countries.
Corporations continue to receive the greatest amount
of dividend income from European Economic Com-
munity members, while income from the next largest
region, Asia, ismore likely to be of another type. For
example, corporations reported only 21 percent ( or
$29 billion of $140 billion) in combined gross service

and other income from members of the European
Economic Community versus 27 percent from Asian
countries.

Sunmar y

Worldwide taxable income, foreign-source taxable
income, and current-year foreign taxes paid, accrued,
or deemed paid all continued their recent upward
trends for 1996. Thisalowed U.S. corporations to
claim arecord high foreign tax credit of $40.3 billion
for 1996 as income and taxes increased across the
board. Reductionsin creditable taxes and the
inclusion of prior-year taxes continue to play stable
and minor roles in determining the amount of foreign
tax credit claimed. Asin prior years, the United
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U.S. Corporation Returns with a Foreign Tax Credit: Foreign-Source Gross Income, by Type and
Selected Regions, Tax Year 1996

[Money amounts are in millions of dollars]

Gross income (less 10ss)

Foreign dividend
income resulting
Selected regions and countries Total Dividends from foreign Interest
taxes deemed
paid (gross-up)

Rents, royalties,

. Sernvice income | Other income
and license fees

(8] 2 @) (4) () (6) @

All COUNEIIES..viieveiiieieicc e 331,079 62,622 26,715 56,197 45,127 28,537 111,880
CaANAA. ... 26,879 6,142 3,721 3,705 3,042 1,084 9,185
Latin AMEriCa......ccceererecieirieceeeiee e 35,629 5,826 1,737 10,192 3,135 1,837 12,902
Other Western Hemisphere.......................] 5,193 2,106 178 1,909 47 74 878

Europe, total.........ccccovevrinineiciicscee 126,491 31,158 14,040 21,796 21,153 6,300 32,044
European Economic Community, total... 106,005 26,028 12,134 19,942 18,536 4,195 25,170
Other EUrODE.......ccoererieieeeereereeeen 20,486 5,130 1,906 1,854 2,617 2,105 6,874

5,679 1,048 497 296 328 804 2,706
74,982 9,357 5,343 9,113 13,329 12,350 25,490
11,234 2,352 1,018 1,188 1,201 407 5,067
44,992 4,632 181 7.998 2.892 5,681 23.609

Kingdom, Canada, and Japan continued to generate Tax Year 1996. These returns were sdlected after
the mogt foreign-source taxable income.  One recent administrative processing, but before any audit
change, though, has been in the industries of the examination. Because some of the returns with a
corporations earning foreign-source income and foreign tax credit that were sampled at the 100-
claiming foreign tax credits. Finance, insurance, and percent rate were received too late to be included in
real estate corporations have been rapidly increasing the regular corporate statistics (although estimates
their share of foreign income and foreign tax credit for these returns were included), there are dight
since 1990. U.S. corporations with foreign tax differences between the more complete Statistics on
credits can no longer be characterized as being the foreign tax credit presented in this article and
manufacturersinvolved in foreign oil and gas extrac- those published in Satistics of Income—1996,
tion or in the foreign production of goods. Banking Corporation Income Tax Returns [9].
and services are gradually becoming more significant The foreign tax credit is claimed under section
abroad and claiming an increasing amount of the 901 of the Internal Revenue Code. Corporations
foreign tax credit. report the foreign income and taxes related to the
o credit on Form 1118, Computation of Foreign Tax
Ot aSour cesandLi mtati ons Credit—Corporations, filed with their corporate
The statigtics in this article were derived from income tax returns. The gtatigticsin this article are
corporation income tax returns with a foreign tax based on information reported on Forms 1118 and
credt that wereincluded in the 1996 Statigtics of related corporate returns. Corporations with “alter-
Income sample. To be included in the sample, native minimum tax” (AMT) had to compute a separ
returns had to have accounting periods ending rate “ alternative minimum tax foreign tax credit.”
between Juy 1996 and June 1997. The 1996 corpo- | Data on this computation are not reflected in the
rationincometax returnsampleincluded 94,172 statistics presented in this article, even if the corpora:
returns chosen from the 4,968,336 eturns filed for tion reported both the regular and AMT computa- 189
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tions, and even if the corporation reported only the
AMT computation (because it had AMT but no
regular tax). Some corporations reported preliminary
data on their tax returns because complete informa-
tion on their overseas operations was not available on
ther returns as originally filed, and amended returns
were not used for these statistics. However, when
necessary, additional information was obtained di-
rectly from the taxpayer.

Foreign income and taxes are understated in this
article to the extent that they either were not or did
not have to be reported on Form 1118. Some corpo-
rations did not file this form because they had no
U.S. income tax to report and conseguently were
unable to claim the foreign tax credit for 1996 (any
“unused credits’ could, however, be carried forward
or back for use in other years). Others may have
chosen to deduct their foreign taxes from their gross
incomes instead of taking the credit.

Because the estimates are based on a sample,
they are subject to sampling error. Coefficients of
variation (CV's) are used to measure the magnitude
of this sampling error. The CV isdefined in the
section sampling variability in the* SOI Sampling
Methodology and Data Limitations” appendix of this
publication. Figure Jpresents CV’sfor foreign tax
credits by sdected industrial groups. The smaller the
CV, the more rdiable the estimate is judged to be.

Tabl es1-3

Table 1, columns 2 through 15, presents statistics on
assets, receipts, income, and taxes reported on Form
1120, Corporation Income Tax Return, for those
corporations claiming aforeign tax credit. Columns
16 through 52 present statistics from Form 1118,
Foreign Tax Credit—Corporations. Schedule
references indicate the parts of Form 1118 from
which the data were obtained. Columns 16 through
36 present dtatistics on foreign income (i.e., income
from sources outside the United States) and deduc-
tions, reported primarily on Form 1118, Schedule A,
Income of Loss Before Adjustments.

Although the amounts of “oil and gas income’
and deductions (columns 23 and 36, respectively) are
included in the summary columns (i.e., columns 16
through 22 and 26 through 35), these amounts are
also reported separately (on Form 1118, Schedulell,
Reduction of Oil and Gas Extraction Taxes) be-

cause oil and gas extraction income is subject to
specia rules under Internal Revenue Code section
907, which effectively requires a separate limitation
calculation for taxes related to oil and gas extraction
income. This may result in areduction of foreign
taxes available for credit. Reductionsin creditable oil
and gas extraction income taxes are included with
several other types of reductions in column 41 of
Table 1 and column 27 of Table 2.

Section 863(b) income (income partly within and
partly without the United States) and foreign branch
income are aso included in the summary amounts
reported in columns 16 through 22 of Table 1, and are
also reported separately (on Form 1118, Schedule F,
Gross Income and Definitely Allocable Deduc-
tions From Sources Outside the U.S Under Sec-
tion 863(b) and for Foreign Branches) in columns
24 and 25 of Table 1.

Total deductions not definitely allocable to spe-
cific types of income (column 32) are equal to the
sum of Table 1, columns 33 through 35, relating to
research and development, interest, and any other not
definitely allocable expenses (any differences are due
to taxpayer reporting variations). Total foreign-

Coefficients of Variation for Foreign Tax Credit,
by Selected Industrial Group, Tax Year 1996

Coefficients of
Selected industrial group varlattlgz Cf?;'c:ﬁrmgn

(percentages)
Al INAUSEIIES ... 0.04
Agriculture, forestry, and fiShing.......ccocooeoiennniinne 0.21
MINING e 0.72
CONSLIUCTION...cviiireciic et 131
ManUFaCtUFING ...coveiieeieic e 0.03
Food and kindred products............cccceerreeieenncnensieenenens 0.19
Petroleum (includina intearated) and coal products........... 0.04
Electrical and electronic equipment................ccocvverennne 0.07
Motor vehicles and equipment..............cocoeeeveenin i, 0.01
Transportation and public UtilitieS.......coveerrrririrnine 0.84
Wholesale and retail trade..............cccenee 0.35
Finance, insurance, and real estate 0.10
BanKiNG....c.cveveeeieieieeeiee e (Y)
INSUrANCE.......coiiii e 0.05
SEIVICES ot 0.28

* Less than .005 percent.
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source gross income (Table 1, column 16) less total
foreign deductions (Table 1, column 26) isequal to
foreign-source taxable income before adjustments

(Table 1, column 37).

Adjustments to foreign-source taxable income
(reported in column 38 of Table 1) include the alloca-
tion of: (1) current-year foreign-source losses, (2)
overal foreign losses, and (3) current-year U.S.-
source losses as well as the recapture of prior-year
overall foreign losses, and recharacterization of prior-
year foreign-source losses. These adjustments
(reported on Schedule J, Separate Limitation Loss
Allocations and Other Adjustments Necessary to
Determine Numerators of Limitation Fractions,
Year-End Recharacterization Balances, and
Overall Foreign Loss Account Balances) affect
the numerator of the limitation fraction used to com-
pute the foreign tax credit. The income after adjust-
ments (the numerator of the limitation fraction) is
reported in column 39 of Table 1. Thelimitation
fraction, foreign-source taxable divided by total
taxableincome from all sources, isapplied to the total
U.S. tax againgt which the credit is allowed to deter-
mine any limitation on the foreign tax credit. Taxpay-
ers are required to calculate this limitation for each
statutory income category.

Statistics on foreign taxes are reported in col-
umns 40 through 52 of Table 1. Data on foreign
taxes paid, accrued, and deemed paid (through re-
lated foreign corporations or their subsidiaries) from
Form 1118, Schedule B, Foreign Tax Credit—
Corporation, are reported in columns 43 through 52
of Table1l. Tota foreign taxes paid or accrued
(Table 1, column 44) are the sum of columns 45
through 51 (any differences are due to taxpayer
reporting variations). Table 1, column 42 shows
carryovers of excess or “unused” taxes from prior
years, which can be added to the 1996 pool of credit-
ableforeign taxes. Total foreign taxes paid, accrued,
and deemed paid, plus carryover, are then adjusted
for certain items (e.g., reductions of foreign taxes
related to oil and gas extraction income under Inter-
nal Revenue code section 907, reductions of foreign
taxes related to income earned in sanctioned coun-
tries under Internal Revenue code section 901(j), and
other reductions of creditable taxes) in column 41.
Thus, total foreign taxes available for credit (Table 1,
column 40) are equal to total foreign taxes paid,
accrued, and deemed paid (column 43), plus any

carryover of prior-year excess or “unused” foreign
taxes (column 42), less any reduction in foreign taxes
(column 41).

Tables 2 and 3 are similar in column format to
Table 1 except that they do not provide data from
Form 1120—U.S. Corporation Income Tax Return.
Table 2 presents data reported by industrial grouping
and separate statutory limitation income category,
while Table 3 presents data by selected geographic
region and country.

B anati onof SH ectedTerns

Adjustments to Taxable Income.—This includes
several types of adjustments reported on  Schedule J
of Form 1118, Computation of Foreign Tax
Credit—Corporations. These include the allocation
of current-year foreign-source losses, overall foreign
losses, and current-year U.S.-source losses, as well
as the recapture of prior-year overall foreign losses
and recharacterization of prior-year foreign-source
losses. The net effect of these adjustments is
reported in column 38 of Table 1 and column 24 of
Table 2.

Carryover of Foreign Taxes—Under Interna
Revenue Code section 904, U.S. persons are allowed
a 2-year carryback and a 5-year carryforward of
“excess’ foreign taxes for purposes of computing the
foreign tax credit for those years. Such taxes were
included in the current-year credit to the extent that
they did not exceed the credit limitations for the
current year. The 1996 datitics shown in this article
include only those taxes carried forward to 1996 from
previous years. See column 42 of Table 1 and col-
umn 28 of Table 2.

Controlled Foreign Corporation.—Under
Internal Revenue Code section 957, a foreign corpo-
rationisa* Controlled Foreign Corporation” if more
than 50 percent of its outstanding voting stock, or
more than 50 percent of the value of al its outstand-
ing stock, isowned (directly, indirectly, or construc-
tively) by “ U.S. shareholders’ on any day during the
foreign corporation’s tax year. A “U.S. shareholder”
for these purposes is a U.S. person (defined bel ow)
who owns 10 percent or more of the foreign corp-
oration’stotal combined voting stock. Ownership
attribution rules are provided in Code section 958.

Current-Year Foreign Taxes—The current-
year foreign taxes include foreign taxes paid, ac-
crued, or deemed paid (defined below) and are re-
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ported in column 43 of Table 1, column 29 of Table 2,
and column 15 of Table 3. Current-year foreign
taxes do not include any carryback or carryforward
of foreign taxes from subsequent or prior tax years.

Financial Services Income.—Financial services
income includes income (as wdll as* passive in-
come,” defined below) produced in the active con-
duct of a banking, insurance, financing, or smilar
business, and certain types of insurance investment
income. Financial services income does not include
“ high withholding tax interest” or dividends from a
“noncontrolled” foreign corporation. For corporations
with financial servicesincome, “export financing
interest” (defined above) is subject to special rules
under section 904(d) of the Internal Revenue Code.
Thisseparate limitation category isincluded in Table 2.

Foreign Dividend Income Resulting from
Foreign Taxes Deemed Paid (Gross-up).—U.S.
corporations may take an “indirect” foreign tax credit
for taxes paid by arelated foreign corporation (gen-
erally owned 10 percent or more by the U.S corpora-
tion). Under Internal Revenue Code section 78,
these taxes are “ deemed paid” by the U.S. corpora-
tion under sections 902 and 960(a) with respect to
digtributions by a foreign corporation and must be
included in income asa “ dividend gross-up.” This
item is shown in columns 7 and 18 of Table 1 and
column 4 of Tables 2 and 3.

Foreign Oil and Gas Extraction Income
(FOGEI) and Foreign Oil-Related Income
(FORI).—FOGEI isincome related to the extraction
of ail and gas, aswell asto the sale of assets used in
the business, related services, working capital, divi-
dend and partnership distributions, and other oil and
gas extraction income. FORI isreated to the pro-
ng, transporting, saling, or distributing of oil and
gas products, rather than to oil and gas extraction.

Foreign Sales Corporation.—A Foreign Sales
Corporation (FSC) isacompany incorporated abroad,
created for U.S. exports, and usually controlled by a
U.S. person (defined below). A portion of the FSC's
“foreign trade income’ is exempt from U.S. taxation.

Foreign-Source Taxable Income—Foreign-
source taxable income is equal to foreign grossin-
come (less loss) less deductions and is reported on
Schedule A, Separate Limitation Income or (Loss)
Before Adjustments, of Form 1118. Adjustments to
foreign-source taxable income include all ocations of

current-year U.S.-source losses and recapture of
foreign losses, aswell as other adjustments. Foreign-
source taxable income is reported as “foreign taxable
income (less loss) before adjustments” in Table 1,
column 37, Table 2, column 23, and Table 3, column
14. “Foreign taxable income (less loss) after adjust-
ment” isalso shown in Table 1, column 39, and Table
2, column 25.

High Withholding Tax Interest.—High with-
holding tax interest isinterest subject to foreign
withholding tax of at least 5 percent. “ Export financ-
ing interest” cannot be classified as high withholding
tax interest. This separate limitation category is
includedin Table 2.

Includable Income of Controlled Foreign
Corporations.—This is the U.S. parent’s total pro
rata share of income congtructively received under
Subpart F rules. Assuch, it consists of Subpart F
income (defined below), increases in earnings in-
vested in U.S. property, certain previoudy excluded
Subpart F income, and factoring income. See column
6 of Table 1.

Income Related to Section 901(j).—Internal
Revenue Code section 901(j) denies the use of for-
eign tax credit provisions for taxes paid to foreign
governments that the United States does not recog-
nize or with whom the United States has severed
diplomatic ties. For 1996, these sanctioned countries
were Afghanistan, Cuba, Iran, Irag, Libya, North
Korea, Sudan, and Syria. However, taxpayers do
occasionaly report income from these countries as
shown in Table 3. Associated taxes are not credit-
ableand areincluded in Table 2, column 27.

Income Related to Section 904(g).—Internal
Revenue Code section 904(g) generally allows cer-
tain income (primarily interest and dividends) that
otherwise would have been treated as U.S.-source
income to be treated as foreign-source income for
the purposes of calculating the foreign tax credit.

Income Subject to U.S. Tax.—Income subject
to U.S. tax, or the corporate tax base (“ worldwide
taxable income”), is generally equal to net income
minus certain statutory nonbusiness deductions. See
column 9 of Table 1.

Interest Charge-Domestic International Sales
Corporation.—Interest Charge-Domestic Interna-
tional Sales Corporations (IC-DISC’s) are certain
small domestic corporations formed to export U.S.
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products. To elect IC-DISC status, at least 95 per-
cent of a domestic corporation’s gross recei pts must
be “ qualified export receipts,” and at least 95 percent
of its assets must be “ qualified export assets.”

Noncontrolled Section 902 Foreign Corpora-
tion Dividends.—A foreign corporation is classified
as noncontrolled if at least 10 percent of its stock was
owned by one U.S. taxpayer and, collectively, U.S.
taxpayers owned 50 percent or less of its stock. This
separate limitation category isincluded in Table 2.

OPEC Countries—The members of the Orga-
nization of Petroleum Exporting Countries (OPEC)
for 1996 were: Algeria, Ecuador, Gabon, Indonesia,
Iran, Irag, Kuwait, Libya, Nigeria, Qatar, Saudi
Arabia, United Arab Emirates, and Venezuda

Passive Income.—Passive income generally
includes such income as dividends, interest, rents, and
royalties not connected with the active conduct of a
trade or business. The passive income category does
not include any “export financing interest,” any in-
come taxed at arate higher than the highest U.S. tax
rate, any foreign “oil and gas extraction income,” or
any income that could be classified under any other
category (except the “all other” income category).
This separate limitation category isincluded in Table
2.

Shipping Income.—Shipping income is generally
income obtained from the use (or leasing for use) of
avessd or aircraft in foreign commerce, income
from directly-related services, gains on the sale or
exchange of a vessd or aircraft used in the perfor-
mance of such services, and income generated from
other space and oceanic activities. Income that
would be “foreign base company shipping income’
for purposes of determining the income congtructively
received from Controlled Foreign Corporations for
U.S. taxation purposes (under Internal Revenue
Code section 954(f)) is also classified as shipping
income. This separate limitation category isincluded
in Table2.

Soecifically Allocable Income.—Internal Rev-
enue Code section 863(b) provides special rules for
determining taxable income from sources outside the
United States with respect to gross income derived
partly within and partly outside the United States.
The income apportioned to sources outside the
United States under these special rules is commonly
referred to as “ Section 863(b) income” and is shown
in Table 1, column 25 and Tables 2 and 3, column 11.

Subpart F Income.—For 1996, Subpart F of the
Internal Revenue Code required certain U.S. share-
holders of Controlled Foreign Corporations (CFC's)
to include in their gross incomes the shareholder’s
ratable share of the CFC's: (1) Subpart F income,
(2) increasein earnings invested in U.S. property, (3)
previoudy excluded Subpart F income withdrawn
from “ quaified investments’ in less developed coun-
triesand in “foreign base company” shipping opera-
tions, and (4) factoring income. The Subpart F in-
come of aCFC indluded: (1) certain insurance income,
(2) “foreign base company” income, (3) international
boycott participation income, (4) illegal bribesand
other payments made to government officials that
would be unlawful under the Foreign Corrupt Prac-
tices Act of 1977, and (5) income derived from a
country, which is not recognized by the United States,
with which the United States does not conduct or has
severed diplomatic relations, or which repeatedly
provides support for acts of international terrorism.

Taxes Deemed Paid—A U.S. corporation,
which received actual or constructive dividends from
ardated foreign subsidiary, isalowed toinclude a
portion of the foreign taxes paid by the subsidiary for
purposes of determining the foreign tax credit. The
foreign taxes paid by the foreign subsidiary are con-
Sidered to be indirectly, or deemed, paid by the re-
lated U.S. corporation. See column 52 of Table 1,
column 38 of Table 2, and column 24 of Table 3.

U.S Person.—A U.S. person is any citizen or
resident of the United States, domestic partnership,
corporation, association, company, or any estate or
trust that is not considered “foreign.” See Internal
Revenue Code section 7701 for more information on
the definition of a U.S. person.

Not es and Ref er ences

[1] Except where noted otherwise, foreign-source
taxable income refers to foreign-source taxable
income (less loss) before adjustments made on
Form 1118, Schedule J. Foreign- source taxable
income before adjustments is shown in column 37
of Table 1, column 23 of Table 2, and column 14
of Table 3.

[2] The recognition of active earnings and profits of
aforeign subsidiary by the U.S. parent corpora-
tion is deferred, for U.S. tax purposes, until they
are distributed or deemed distributed.
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(3]

[4]

(]

6]

Corporations may also choose to deduct their
taxes paid on foreign-source income. For most
corporations, however, the foreign tax credit
provisions are more beneficial since they offer a
dollar for dollar credit up to certain limitations.

Because tax returns for FSC's were not included
in the sample used for the statistics, thisincome
category isnot included. However, distributions
from FSC's or former FSC's are reported on the
parent corporation’s return and are included in
these dtatistics when provided by taxpayers. In
thisstudy, this particular statutory category is
used when corporations report an anomalous
separate category of income that is otherwise
unsuited for one of the existing categories of
income.

See States, William “ Corporate Foreign Tax
Credit, 1980: An Industry Focus,” Satistics of
Income Bulletin, Summer 1984, Volume 4,
Number 1.

The foreign tax credit isthen also subject to a
reduction on Form 1118, Schedule B, Part Il for
international boycott operations. Thisamount,
however, isminor. Thisreduction, oncein
excess of $2.7 million in thelate 1970’s, is now
approximately $116,000for 1996.

[7] Theforeign tax credit limitation provisonscan
render part or all of the foreign taxes “ unusable”’
under several conditions. Most commonly, the
effective foreign tax rate on foreign-source
income could be in excess of the U.S. tax rate or
the corporation could have either an overal loss
(and thus no denominator in the limitation calcu-
lation) or aforeign-source loss (and thus no
numerator). The unusable current-year taxes
can be carried forward or carried back subject to
the applicable provisions of the carry-to year.

[8] Theincome, deductions, and taxes related to
foreign oil and gas extraction income (FOGEI)
are reported on Schedule I, Reduction of QOil
and Gas Extraction Taxes, of Form 1118,
Foreign Tax Credit—Corporations. To clam
the credit, the taxpayer must separate oil and gas
income into two categories based on the activity
producing theincome: foreign oil and gas
extraction income (FOGEI) and foreign ail-
related income (FORI). See the Explanation of
Selected Terms section for further definitions of
these two classifications.

[9] Internal Revenue Service, Satistics of Income-
1996, Corporation Income Tax Returns,
Publication 16, Rev. 9-1999.

SOURCE: IRS, Statisticsof IncomeBulletin,
Summer 2000, Publication 1136 (Rev. 8-2000).
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Table 1.--U.S. Corporation Returns with a Foreigh Tax Credit: Total Assets, Income, Tax, and Credits,

and Foreign Income and Tax Reported on Form 1118, by Selected Industrial Group

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Foreign
Includable dividend
Dividends Dividends income of income
Major and selected minor industrial group Number of Total Total received from | received from Controlled resulting from
returns assets receipts foreign IC-DISC's or Foreign foreign taxes
corporations | former DISC's ] Corporations deemed paid
(gross-up)
@ 2 (©)] 4 ®) (6) )]

All industries.........ccococeviiiiiiiiiccienn 6,100 | 12,076,910,437 | 4,886,362,144 34,745,162 15,758 25,203,555 26,764,932
Agriculture, forestry, and fishing.....................| 187 3,986,354 3,938,403 *85,125 -- *28,188 *80,081
MiNING..coiiiiii 123 70,135,566 29,589,446 249,026 - 118,426 130,460

Metal mining.. 11 *10,498,866 4,843,868 *83,923 - *10,501 *30,662

Coal mining... 6 *27,651,046 *5,399,637 *6,696 - *7,655 *1,251

Oil and gas extraction...............ccccoeeeviciniiennne, 96 27,528,239 15,622,804 150,948 - 100,269 95,641

Nonmetallic minerals, except fuels.................. 10 *4,457,415 *3,723,137 *7,459 -- -- *2,905
CONSLIUCTION ..ot 155 20,203,417 26,264,101 181,874 *380 *92,195 127,775

General building contractors 54 5,084,097 14,320,783 *31,677 -- *24,520 *20,013

Heavy construction contractors.. 36 13,875,663 9,671,301 *138,834 -- *67,674 *99,547

Special trade contractors.............ccccceeeecreeenne 65 1,243,657 2,272,017 *11,363 *380 -- *8,214
Manufacturing.........ccocciveniiniiicicien 1,742 3,390,528,534 | 2,565,324,302 28,316,193 9,636 16,174,662 20,783,489

Food and kindred products.. 95 172,795,718 163,162,663 3,227,584 *460 1,072,940 1,745,691

Tobacco manufactures 5 *86,223,180 *54,927,343 *1,048,899 - *1,250,457 *1,014,499

Textile mill products 64 6,044,459 8,122,268 *23,449 - *17,602 14,855

Apparel and other textile products.... 24 18,378,580 17,672,251 *239,257 -- *22,733 *140,998

Lumber and wood products.... 16 27,360,413 16,437,408 *9,713 -- *10,339 *8,187

Furniture and fixtures 14 8,844,019 8,628,921 *44,789 - *9,305 *23,757

Paper and allied products.... 43 97,879,553 65,516,508 1,154,857 -- 217,992 837,452

Printing and publishing.. 107 126,594,986 69,822,749 315,633 *20 161,746 276,047

Industrial plastics and synthetic materials....... 105 256,043,217 153,496,243 1,622,522 *834 1,202,556 1,242,996

34 212,484,392 129,795,591 2,425,934 *1,150 2,848,811 2,324,771

Other chemicals... 83 79,003,625 95,661,077 1,124,068 - 462,444 735,021

Petroleum (including integrated)

and coal products.............ccccoveiiiiiicinnnn, 27 593,011,372 468,196,628 6,910,149 - 1,698,616 4,159,021
Rubber and miscellaneous
plastics products...........ccccooveeiiiiiiciiiinen. 65 20,653,091 25,280,451 216,849 *8 37,027 127,026

Leather and leather products 7 *1,678,485 *2,339,128 *1,280 -- -- 777

Stone, clay, and glass products. 38 32,297,813 27,343,867 380,814 -- *73,287 236,348

Primary metal industries.............ccccceiiiiniins 44 50,950,447 50,005,736 711,585 *3,597 *123,284 455,481

Fabricated metal products..............cccceeiinns 169 49,867,632 49,616,281 495,897 *1,246 202,538 406,413

Office, computing, and accounting

Machinery........c.coccvieiiiiiiiiccccc 23 80,849,854 97,741,909 2,471,278 - 740,811 1,392,216

Other machinery, except electrical.... 207 94,884,940 91,969,833 509,875 *427 481,100 434,820

Electrical and electronic equipment.. 318 500,798,004 307,454,411 1,918,092 *716 1,786,024 1,705,414

Motor vehicles and equipment......................... 35 621,747,361 411,073,820 1,712,943 -- 2,120,176 1,916,843

Transportation equipment, except

motor vehicles...........ccoooiiiiiiiiice, 36 109,582,357 119,362,290 374,555 - 390,966 291,064
Instruments and related products.................... 101 116,407,416 105,583,245 1,180,578 -- 951,315 1,106,230
Miscellaneous manufacturing and

manufacturing not allocable......................... 81 26,147,619 26,113,682 195,594 *1,178 292,593 187,562

Transportation and public utilities. 157 516,935,410 321,987,121 175,581 -- 609,667 230,756

Transportation 84 113,305,024 102,670,810 64,053 - 138,172 69,428

W ater transportation 36 7,352,998 6,877,286 *3,613 -- *38,326 *10,285

All other transportation 48 105,952,026 95,793,524 60,441 -- 99,846 59,143
Communication 23 265,108,347 160,627,629 48,909 - *350,495 *101,808
Electric, gas, and sanitary services.................. 50 138,522,040 58,688,682 62,619 -- 121,000 59,520

Footnotes at end of table.
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Table 1.--U.S. Corporation Returns with a Foreigh Tax Credit: Total Assets, Income, Tax, and Credits,

and Foreign Income and Tax Reported on Form 1118, by Selected Industrial Group--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Foreign
Includable dividend
Dividends Dividends income of income
Major and selected minor industrial group Number of Total Total received from | received from Controlled resulting from
returns assets receipts foreign IC-DISC's or Foreign foreign taxes
corporations | former DISC's 1| Corporations deemed paid
(gross-up)
@ 2 ®3) 4 ®) (6) )]
Wholesale and retail trade...........ccccoeeeieennnns 995 544,888,538 613,420,729 947,275 *5,243 888,781 936,163
Wholesale trade 755 353,648,903 293,484,783 422,771 *5,243 587,625 390,499
Groceries and related products 6 *8,389,506 *22,165,737 *1,494 - - *756
Machinery, equipment, and supplies 75 6,478,619 8,775,212 22,811 - *2,672 10,270
Miscellaneous wholesale trade 674 338,780,778 262,543,835 398,466 *5,243 584,953 379,473
Drugs, chemicals, and allied products..... 24 5,830,595 21,155,870 *18,358 *61 *2,918 *6,315
Petroleum and petroleum products.......... 4 *192,706,990 *25,719,614 *81,427 - *121,390 *95,080
Other miscellaneous wholesale trade..... | 646 140,243,193 215,668,350 298,682 *5,183 460,645 278,079
Retail trade.... 240 191,239,636 319,935,946 524,504 - 301,157 545,664
Building materials, garden supplies,
and mobile home dealers........................] 5 *9,440,833 *19,536,124 *11 - *594 -
General merchandise stores.............c.........| 6 *85,106,831 *180,348,892 *7,742 - *193,309 *142,461
FOOO SLOIES....cueuieeiiniieieieeeiee e 8 *5,404,148 *10,863,479 *15 - - -
Automotive dealers and service stations 6 *1,194,626 *1,677,539 *175 - - -
Apparel and accessory stores.....................| 17 23,205,635 33,978,115 *33,321 - *61,631 *7,710
Furniture and home furnishing stores.......... 4 *1,017,407 *1,964,593 - - - -
Eating and drinking places...........cccccoeuenene. 22 33,291,816 26,170,428 *413,663 - *15,879 *365,760
All other retail Stores..........ccocevvvreerrcenns 173 32,578,340 45,396,777 *69,577 - *29,743 *29,733
Finance, insurance, and real estate 1,649 7,272,074,766 1,131,576,397 3,454,705 - 6,601,802 3,297,452
Banking 84 3,031,085,997 261,352,367 408,325 - 2,977,379 1,088,781
Credit agencies other than banks 31 493,018,726 70,397,162 81,569 - *401,087 *116,604
Security, commodity brokers, and services..... 107 1,043,884,817 88,174,475 1,225,609 - 938,112 806,004
INSUFANCE......viviieiiiieieeieie e 255 2,642,147,262 692,490,983 617,708 - 1,711,892 594,978
Insurance agents, brokers, and service........... 18 23,731,678 8,820,142 *170,369 - *125,550 *102,806
Real eState.......ccueireeeirieee e 431 7,115,207 2,869,978 15,172 - *11,207 *11,077
Holding and other investment companies,
except bank holding companies... 723 31,091,079 7,471,290 935,954 - 436,574 577,201
SEIVICES. vt 1,091 258,157,853 194,261,646 1,335,383 *499 689,833 1,178,758
Hotels and other lodging places......................] 29 28,507,814 30,725,094 *72,232 - *74,067 *35,610
Personal SEIVICES.........covueiirrerirnieeiseees 17 10,415,480 8,447,046 *46,982 - *28,011 *24,913
BUSINESS SEIVICES.....ccveviieieiiiieieeieieeeines 278 126,829,219 87,107,914 893,056 *499 480,761 924,229
Auto repair; miscellaneous repair services...... 10 *3,359,145 *2,965,374 *1,471 - - *467
Amusement and recreation services 60 59,945,157 31,173,207 *71,935 - *45,997 *66,704
All other services 697 29,101,037 33,843,011 249,708 - 60,997 126,834

Footnotes at end of table.
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Table 1.--U.S. Corporation Returns with a Foreign Tax Credit: Total Assets, Income, Tax, and Credits,

and Foreign Income and Tax Reported on Form 1118, by Selected Industrial Group--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

U.S. income tax
before credits
Income
Major and selected minor industrial group Net income subject to Regularand | Foreign tax u.s. General U.S. income
(less deficit) U.S. tax Total alternative credit possessions| business tax after
minimum claimed tax credit credit credits 2
tax
®) ©) 19) a1 12 13) a4 (15)
All INAUSEES.....ccocviiiiiic) 391,100,714 | 370,048,864 | 130,747,810 | 130,712,014 | 40,254,937 210,918 | 2,790,072 84,320,008
Agriculture, forestry, and fishing.... 680,212 657,508 229,396 228,845 80,739 -- *2,529 144,678
Mining 4,452,394 4,030,146 1,460,819 1,460,456 931,324 - 30,499 456,007
Metal mining.. 635,813 625,353 233,303 233,303 162,363 - - *68,571
Coal mining.... *842,400 *835,759 *293,501 *293,501 *203,260 - *29 *78,007
Oil and gas extraction 2,613,100 2,211,304 808,641 808,287 561,119 - *29,190 193,892
Nonmetallic minerals, except fuels... *361,080 *357,730 *125,374 *125,366 *4,581 -- *1,280 *115,538
Construction 1,348,237 1,313,314 459,288 458,300 195,720 - *1,486 259,926
General building contractors... 375,116 358,907 125,474 124,967 34,166 -- *580 90,728
Heavy construction contractors....................... 873,049 859,130 301,124 300,644 152,389 -- *502 147,182
Special trade contractors..............cccceeeriucienne 100,072 95,278 32,689 32,689 9,166 -- *403 22,016
Manufacturing.......cccoeeieeiiniiiicinccenn 213,337,655 | 202,000,257 71,731,545 71,705,894 | 29,191,184 206,543 | 1,845,522 38,855,700
Food and kindred products.. 12,781,203 12,335,675 4,333,766 4,330,221 2,301,065 *2,222 149,057 1,854,638
Tobacco manufactures *9,857,629 *9,534,374 *3,337,002 *3,337,002 | *1,188,810 - *19,619 *2,114,182
Textile mill products 490,210 472,390 165,215 165,183 15,651 - *457 148,915
Apparel and other textile products. 1,759,199 1,723,029 603,294 602,469 170,776 *74 *1,682 430,762
Lumber and wood products 544,941 530,077 185,554 185,517 12,488 -- *1,110 167,727
Furniture and fixtures 793,308 747,678 263,816 263,466 27,145 - *1,319 235,087
Paper and allied products. 5,787,527 5,582,499 1,958,508 1,957,945 896,120 *2,109 37,515 913,252
Printing and publishing .] 8,679,501 8